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V. S. Kaveri5 for the first time undertook a study to
forecast industrial sickness for small-scale industries under
Indian conditions. It proposed 22 ratios and some of them
were not tried in the previous studies. His study introduced
new ratios by taking into account the involvement of banks
In India for the development of small-scale industries. It also
examined the ratios used by banks in India. The ratios used
in it aimed at assisting banks in understanding more about
the health of the units for the purpose of providing working
capital facilities. It examines the predictive ability of the
ratios keeping in mind the banker - borrower relationship.
These attempts to find out how best a banker can get guide-
lines about the health of the small unit from the ratio predic-
tion. This will help in suggesting an improved method of
follow-up and supervision on the part of banks. It had
introduced 9 new ratios in addition to testing 13 ratios used
by banks. These 22 ratios were categorised as working capital
ratios, turnover ratios, asset-usage ratio, profitability ratios,
and financial stability ratios. After performing several tests 5
ratios out of the 22 were selected which were statistically
significant and acceptable to bankers. They were : current
ratio, stock/cost of goods sold, current assets/net sales, net
profit (before tax) / total capital employed and net worth/total
outside liabilities.

P. K. SEN,0 in his paper, tried to explore the suitability
of trend analysis in forecasting sickness or business failures.
In addition to the ratios of Beaver. Altman and Robert P.
Abates, he introduced 12 ratios which are grouped into risk
ratios, cost ratios and liquidity ratios. He says it is improper
for him to draw definite conclusions as his study was based
on only three companies. Still, he opined that the use cf trend
analysis as a forecasting method seemed to have good potential.
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